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[Sound of telephone ringing . . . ] 
Precision Towing. How can I help you? 


Good evening, I'm calling from Agero. I have a customer on 1-93 Southbound just past exit 5. 
Could you help me out with a tow going to Quirk Chevrolet? 


What town is that in? 


Londonderry. She's not in the safest location and I'm a little worried about her. I'd appreciate 
it if you can give me your best ETA. 


Let me check with one of our drivers . . . can you hold a minute? . .. 

Yes, T ll wait. 
[Several moments later . . . ] 

OK. . . . I spoke with our driver and we're looking at a 30-minute ETA. 
OK, that's great. 

Where's the vehicle going? Address only please. 
The address is 1250 South Willow Street in Manchester. 

Year, make, model, color? 
It's a 2009 Chevrolet Traverse, grey in color. 

And your customer's name? 
Holly Noberi. 

Phone number? 
978-555-1976. 

Do you want this to be covered in full? 
Covered for the tow to Quirk Chevrolet — 23 miles. 

PO number? 
681 083 836. 

OK. You're all set. 


Thank you so much. We'll let her know you're on the way. 
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Building the Business: 1972-1998 


“Sid has never seen a deal he doesn't like.” 


In 1972, Sidney Wolk founded Cross Country Motor Club, based in Medford just outside Boston. 
Since graduating from Boston University 15 years earlier, Sidney had become the top seller among 
6,000 salesmen at Nationwide Insurance Company and founded three companies: an insurance 
agency, an insurance premium financing company, and Cross Country Motor Club, which sold auto- 
related benefits to consumers through the insurance agent network. By 1980, Sidney had sold his first 
two ventures and shifted his focus to Cross Country and the services it offered to automobile OEMs 
(original equipment manufacturers). 


Cross Country's primary business was arranging roadside assistance for drivers covered by OEM 
warranties. (New car sales typically included three- to five-year warranties covering towing and 
repairs for vehicles disabled by mechanical problems, dead batteries, lockouts, etc.) Cross Country 
coordinated roadside assistance services for Chrysler drivers on behalf of Chrysler, for example, or 
for Hyundai drivers on behalf of Hyundai. 


During this period, when a motorist needed roadside assistance, he or she dialed the phone 
number shown in the vehicle's warranty documents. The unique phone number provided by each 
OEM routed the call to a Cross Country call center (also known as a contact center), where a customer 
service representative answered using a specific script ("Thank you for calling Toyota roadside 
assistance. My name is . How may I help you?"). The representative asked the motorist for key 
information, including the vehicle's location, make, and model, and then contacted local tow-truck 
operators to arrange for a service provider to be dispatched. After confirming the dispatch (see 
previous page), the representative informed the motorist of the service provider's name, phone 
number, and ETA (estimated time of arrival). (See Exhibit 1.) 


Networks and Relationships 


Cross Country's business model was built on personal and contractual relationships with OEMs 
and roadside service providers. But the bulk of interactions were with stranded motorists through its 
contact centers. As Wolk stated, "We are a B-to-B-to-C company. We often talk more to car owners 
than the OEMs themselves do." 


OEMs Cross Country acquired its first major client, a Southeastern U.S. Toyota distributor, in 
1977 after Sidney forged a friendship with the owner. “I did that first deal — millions of dollars — on a 
handshake," he recalled. In 1981, he signed up his second client, Honda Motorcycle, when he sensed 
interest from the Honda team and caught the first plane to California to meet with them. With a 
natural affinity for people and an intense entrepreneurial drive, Sidney devoted his attention to doing 
whatever it took to make a deal. By the late 1990s, Cross Country's portfolio of OEM clients included 
Hyundai, BMW, Chrysler, and Aston Martin, among others (see Exhibit 2). 


Cross Country's contracts with OEMs, which included roadside assistance under the OEM 
warranty in the U.S. and Canada, were generally for three- to five-year terms. Cross Country offered 
its clients several contract revenue models. Most popular were "flat-fee-per-dispatch" contracts 
where Cross Country assumed the severity risk (amount of cost incurred responding to a roadside 
event). This type of contract appealed to many clients because it provided a guaranteed fee for their 
expense budgeting and avoided the risks of rising labor and fuel costs. For Cross Country, this 
revenue model created the opportunity to earn additional profit if it could control costs efficiently. A 
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second type was a "claims pass-through" model, in which Cross Country billed the actual cost of the 
claim plus an administrative fee to the OEM client. In a third model, Cross Country received a flat fee 
(in advance) per vehicle, policy, or member and assumed the risk for both the frequency and severity 
of claims. This contract model was commonly used for roadside assistance plans purchased by 
motorists after their initial warranty expiration. 


Because motorists calling for roadside assistance believed they were contacting the OEM directly, 
Wolk understood that Cross Country's service capabilities affected the OEM's brand reputation. As 
he explained, "Carmakers recognize that you have to have a quality relationship with your 
customers. We help them turn a negative driving experience—a breakdown- into a positive 
experience . . . ."! Yet, OEMs were often unwilling to pay a significant premium for higher service 
levels. When Cross Country and its competitors (GE, United States Auto Club, Road America, and 
AAA) bid for OEM business every three years or so, the OEMs frequently gravitated towards the 
lowest bid, as long as the provider met a minimum threshold of service quality. 


Service providers By the late 1990s, Cross Country had contracts with more than 10,000 
independent service providers — typically owner/operator small businesses with 1 to 10 trucks. Cross 
Country's contracts with service providers included a reimbursement schedule for a variety of 
roadside assistance services (changing flat tires, towing, battery boosts). Under contract terms, service 
providers were free to accept or reject Cross County's service requests based on other available jobs, 
distance to be traveled, and availability of equipment. 


When service providers had more job requests than available trucks—a frequent occurrence 
during peak driving times—they had to choose which job to take. Cross Country's rates were 
comparable to its competitors' but significantly lower than those paid by individuals or local police, 
who regularly called tow operators to accident scenes. As a result, Cross Country's call center 
representatives often had to call several service providers before finding one who was available. 


Besides location and basic equipment profile, Cross Country collected little data on service 
providers. As a result, the company lacked a systematic way to measure the performance of its 
service provider network, identify top performers, or cultivate their loyalty. 


Contact centers During the 1990s, Cross Country owned and operated two around-the-clock 
call centers (in Boston and Tucson, Arizona), each staffed by approximately 300 employees handling 
1 million calls annually. Although the call centers used the best available telecommunications 
equipment, their work flow was relatively low tech. For example, to locate service providers to assist 
a stranded motorist, call center representatives referred to computerized lists of providers sorted by 
zip code (and sometimes the Yellow Pages as backup). Nonetheless, the call centers performed well 
relative to competitors, earning industry awards for service excellence. 


The Cross Country Group: A Business Family 


The roadside assistance business was not Sidney's only interest. A serial entrepreneur, he 
launched and acquired other businesses during the 1990s under the Cross Country Group banner. 
While roadside assistance was the largest (accounting for 7576 of 1998 group revenue of $190 million), 
other ventures included Before You Move, which developed programs to help banks and insurance 
companies acquire or retain clients who moved from one location to another; eSupport Now, which 
provided internet-based sales support and customer service for e-commerce companies; HMS 
National, a marketer of warranties that real estate brokers sold to home buyers; and Cross Country 
Home Services, which provided homeowners with various repair services (e.g. heating and 
plumbing) for a fixed annual or monthly fee. 
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Sidney described the Cross Country Group as a business family and family business: his wife, 
brother, nephew, and niece had all worked there at various times, and his two sons —Jeffrey and 
Howard — built their careers at the company. Jeffrey Wolk, a former financial analyst at a New York 
mergers-and-acquisitions firm, joined the company in 1992 after graduating from Harvard Business 
School, and became executive VP of the automotive services business and eSupport Now. Howard 
Wolk, who had degrees from Wharton and Columbia Law School, joined in 1993 after working as a 
lawyer and briefly at the White House, and was executive VP of the home services, real estate, and 
moving-related businesses. 


As the patriarch of the Cross Country Group, Sidney cared deeply about his "business family" 
and sought to ensure that all employees were treated fairly and felt appreciated. When the 
shareholders of this privately-held family company sold two of their portfolio companies, 
approximately 10% of the proceeds was distributed to the two companies’ management and staff. In 
the early days, Sidney was also known for his regular strolls around company facilities, 
spontaneously handing out on-the-spot cash bonuses of $20 to $100. 


Transforming the Business Model: 1998-2007 


As the roadside assistance business matured and competition intensified, Howard and Jeffrey 
urged their father to adopt a more professional and decentralized business model: to bring in 
professional managers, bolster governance systems, and improve data and reporting practices. By 
1998, Wolk, then in his 60s, recognized the need for reforms. "We were a solid company with great 
relationships and strong integrity, but a little old fashioned. I knew that to stay differentiated from 
the competition, we had to reinvest, come up with new ideas, and hire the brightest people we could 
find,” he said. "Until then I had been a benevolent dictator, but a dictator nonetheless." 


Investing in People 


In 1998, Mike Saxton, a seasoned executive from GE's fleet-management unit, was recruited to be 
president of the roadside assistance business. Saxton was "intrigued by this private company doing 
business with billion-dollar brands," but he acknowledged significant weaknesses: 


This was an exciting prospect—a $100 million-plus OEM-centric business. But, frankly, at 
that point in time roadside assistance was a pretty unsophisticated business operating in 
unsophisticated markets. There was no consumer follow up. We were willing to do anything to 
make a buck. Sid has never seen a deal he doesn't like. And we were running the business by 
the skin of our teeth . . . our IT systems would go down for a week at a time, but we got away 
with it because of low expectations. No one was rating us or our competitors — or talking to our 
customers — so there was no formal way to assess our relative performance. 


Saxton introduced a rigorous organization development process aimed at formalizing 
performance management systems and building management capabilities. He implemented new 
metrics, created performance scorecards, and introduced a forced ranking system that compelled 
managers to identify high and low performers. 


The merits of this approach were demonstrated by the rise of two employees to the top executive 
ranks. One was Charlie Cavolina, who had been hired to run Cross Country's Tucson call center in 
1998. Within six months Cavolina was promoted to VP of overall call center operations and 
eventually became division president and the company's chief service officer. Another example was 
Dave Ferrick, who grew up in working-class Somerville, next to company headquarters. Ferrick's 
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potential was identified while he was working nights in a Cross Country call center to pay for the law 
degree he was pursuing by day. He eventually became responsible for Cross Country's relationships 
with all OEM and insurance clients, and was later named Saxton's successor as CEO. 


Investing in Data Analytics 


By the early 2000s, debate was growing over the direction of the roadside business. As Howard 
recalled, "We argued back and forth: was roadside assistance like a steel mill —a commodity product 
with low margins where prices were going nowhere but down? In the end, we decided to redeploy 
tens of millions of dollars back into the business. It took three rounds of big system redo's to get it 
right, but our service levels and margins are much better today because of the bet we made on 
technology." 


Part of the money was invested in technologies to collect new data from call centers, motorists, 
and service providers and in the creation of a customer satisfaction department. "We try to survey 
each of the seven million roadside events we service each year," explained Customer Experience 
Director Chris Small. ^This gives us more than 750,000 data points to analyze." The data revealed a 
surprising result: while call center performance was important, motorists’ interactions with service 
providers determined as much as 8576 of the CSI (customer satisfaction index) score. Especially 
important were the service provider's arrival within the promised ETA and professionalism, 
particularly appearance. Motorists strongly preferred clean, logoed service vehicles, and uniformed 
mechanics. 


Whenever a survey scored the customer experience as "fair" or “poor,” a Cross Country 
representative called the motorist to understand what had gone wrong, always with the goal of 
driving more "excellent" scores (see Exhibit 3 for a breakdown of "dissatisfaction" factors). Over 
time, such systematic follow-up and corrective actions caused the top-box "excellent" satisfaction 
scores to rise from 69% of completed surveys to 91%. Such improvement data was an important 
marketing tool during contract negotiations with OEM clients who were accustomed to receiving 
only incidence statistics to support monthly billings. Cross Country could, for example, show the 
correlation between CSI scores and a motorist's willingness to repurchase the same make of vehicle. 
(See Exhibit 4 for an example of OEM-level data.) 


In addition to CSI scores, monthly incident data, and other information stipulated by contract, the 
company routinely provided early warning information to OEMs. Jeffrey explained, "We consider 
our data analysis capability to be a major part of our value proposition. For example, we can tell an 
OEM if we're experiencing a high number of lockouts on a particular new vehicle model due to a 
faulty lock design. Or, in a recent case, we were able to alert a client to a recurring transmission 
problem. They were able to go back to the supplier to get the problem fixed before it became a 
warranty issue." 


The new data also helped Cross Country understand and manage its cost drivers. In one example, 
the company used new software to show service provider coverage and performance by geography, 
which it displayed digitally in color-coded maps. These tools revealed service coverage gaps that 
negatively impacted arrival times, motorist satisfaction, and dispatch costs. This prompted Cross 
Country to hire eight additional recruiters who signed up 7,000 new service providers (bringing the 
total to 30,000 by 2007). Other technologies such as advanced satellite-based mapping tools were used 
to fine-tune the data, allowing representatives to "surgically select" service providers who were 
closer to the incident, saving more than $1 million annually. 
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Cross Country further applied its newly-strengthened analytics capabilities to improve the 
performance evaluation of its service providers. Feedback from motorist surveys was combined with 
data collected using GPS and telecommunications technology to reveal the percentage of Cross 
Country's calls that service providers answered, the percentage of jobs they accepted, and the 
percentage of roadside arrivals within the promised ETA. Service providers were also given their 
customer experience scores and shown how they ranked against their local competition. Cross 
Country also evaluated service providers by hiring "mystery shoppers" to call in roadside events and 
asked company executives to request roadside assistance when they travelled around the country. 


Strengthening the Service Provider Network 


Noting the outsized influence of service providers on motorists’ satisfaction, Cross Country 
managers realized that strengthening the network could sharpen Cross Country’s competitive 
advantage in an increasingly commoditized marketplace. But the company initially had limited 
influence over service providers, who historically resented Cross Country and other motor clubs for 
siphoning off their profits. As Cavolina recalled, “They were constantly complaining about our 
pricing. They would say, ‘I can get $175 on a police call. Why should I take your business when you 
are offering me $65? We needed to help them understand that we weren't the enemy. Education was 
the key." 


To strengthen the service provider network, Cross Country followed a three-pronged approach: 


1. Enhance the value proposition for service providers: The company worked diligently to show service 
providers how they could receive higher revenues through increased volume and higher equipment 
utilization. Cavolina explained: 


The climate has changed dramatically. In the past, our focus groups of service providers 
degenerated into bitching sessions about our rates and policies. Now, we invite top providers 
to three-hour meetings where we review the overall status of the market, preview new 
technology, and discuss with them how we can be better partners. We bring lots of data and 
analysis to show them the volume in their territories and the business potential, and then work 
through a cost-benefit analysis with them. The unsophisticated operator would turn down our 
$65 rate if he can get $80 elsewhere. We show him the difference in volume in doing five tows 
at $80 versus 20 tows at $65. And we can deliver those 20 tows within a smaller radius, 
reducing their travel time and boosting equipment utilization. We are the volume player and 
represent the biggest opportunity for them, but the key is getting them to grasp that: 


Volume * Equipment Utilization = Increased Revenues. 


To gain their allegiance, Cross Country also sponsored golf tournaments for top service providers, 
invited them to share best practices at trade shows, and offered free, one-day training sessions to 
teach service providers how to manage their businesses more profitably. The company also 
sponsored a blog where service providers shared best practices and introduced a website for invoice 
submission to speed payments. 


2. Offer tie-ins and promotions: To enhance the value offered to service providers, Cross Country also 
negotiated with various vendors to offer promotions and discounts to its service providers on key 
equipment, such as vehicles, uniforms, mobile phones, and fuel. 


3. Create an elite cadre of service providers: Finally, Cross Country used its data analytics to identify the 
top performers in each of its 700 operating zones (delineated by zip code), to whom it offered 
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"performance advantage" status. These 3,500 preferred providers received first priority to take Cross 
Country jobs in their respective zones, giving them significant volume benefits. Explained Jeffrey, 
^We are almost creating a real-time auction: trying to entice the best service providers — those with 
the best equipment, best availability, best satisfaction scores, and best responsiveness— to take the 
work. But, in addition to the carrot, there is also a stick: we tell them, 'If you fail to take our jobs, we 
will reallocate our business to one of your competitors." 


The day-to-day relationship with service providers was managed by 12 network performance 
managers who were responsible for the effectiveness of service delivery in their geographic zones. 
Each performance manager (who in turn reported to a regional network manager) was required to 
visit at least 250 service providers per year. Variable bonus compensation for the performance 
managers was based on four measures that reflected service provider performance within their 
zones: CSI, ETA within guidelines, ETA accuracy, and service provider call acceptance. 


The results of these efforts - in the form of service provider sentiment towards Cross Country 
relative to its competitors - were monitored through formal surveys conducted twice per year (see 
Exhibit 5). 


Changing Organization Design-Part One 


Since its founding, Cross Country had operated with a traditional functional organization (see 
Exhibit 6a). As Saxton remembered, "It was a very flat organization with a lot of direct reports. But 
this slowed decisions making — there were too many cooks in the kitchen — and we had no visibility 
into market opportunities." 


So in 2005, the business was reorganized into separate client-facing business units (automotive, 
insurance, and diversified) and service delivery units (contact centers, service provider network, and 
technology), each with its own vice president (see Exhibit 6b). On the demand side, senior managers 
hoped that the new structure would drive more market-focused innovation and client satisfaction. 
On the supply side, they hoped to give more voice to the managers of major cost drivers and 
customer satisfaction. 


To make this new design work, Saxton realized that he had to continue to upgrade the company's 
internal financial capabilities. The company's controller provided basic reporting services, but Saxton 
needed more. Accordingly, he hired Peggy Ward — who brought experience from companies such as 
Dunkin' Donuts and Stride Rite—as the new chief financial officer. At the top of her "to-do" list was 
installing new performance reporting systems that could provide P&Ls by client and vertical market 
unit, and provide fine-grained data on service delivery costs and capacity utilization. 


The auto insurance business unit ("vertical") was to be headed by Dave Ferrick. Cross Country 
had entered this business in 1991, supplying roadside assistance for the "towing and labor" option 
offered on standard auto insurance policies. For these clients, cost savings were often more important 
than CSI. "Insurance carriers are very good at some things, but when a vehicle is disabled due to an 
accident, it's a dysfunctional process, and it's the least managed part of this business," said Ferrick. 
"Because it is disorganized, a car might be in storage for 14 days— and the insurers pay for this— 
when the process could have been handled from start to finish in a day." 


Ferrick and his team worked with insurance clients to show how Cross Country could save them 
money in accident management and vehicle release services: ensuring, for example, that the vehicle 
was taken to the right place the first time, saving additional towing and handling costs of incorrectly 
delivering a salvage vehicle to a repair shop. Said Ferrick, "Insurers used to average eight days from 
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the accident to when the vehicle was delivered to a repair shop. We are often able to pay the 
outstanding fees, complete the required paperwork to enable the vehicle to be towed, and confirm 
delivery to the shop in less than a day. So on direct towing and labor costs alone, we can save more 
than $100 per incident, which adds up in a hurry." In addition, much of the insurance business was 
priced on a per-dispatch basis. As CFO Ward stated, "Insurance companies live in a claims world, so 
payment times are really good — typically 7 to 15 days. OEMs are often 45 days. Since we pay our 
service providers every two weeks, this works to our advantage to keep cash flow positive." 


Besides accident management, Jeffrey elaborated on another benefit that Cross Country offered its 
insurance clients: "A few insurance companies are fanatically devoted to outstanding service, but 
many just want to provide the minimum. They view insurance as the ultimate commodity. But the 
astute insurers know that if they can give their customers a 'taste test' of excellent service with some 
low-cost roadside assistance, they can win them for life: a free $75 tow is a great way to build 


loyalty." 


With the focus provided by the new organization design and Ferrick's leadership, the insurance 
roadside and accident management business would soon surpass $200 million in revenue. 


Changing Organization Design — Part Two 


On the supply side of the business (Exhibit 6b), the contact centers and network management 
were still in separate units — "two silos," as one manager described it. This often resulted in turf wars 
and an unwillingness to underwrite costs or invest if the benefits did not accrue to the unit. Cavolina 
remembered, "When I discovered that we were making too many outbound calls to find a service 
provider, I asked the network people to create a model to show where the holes in coverage were. 
They refused because they claimed it was too expensive to hire new people and invest in the 
technology. They saw no benefits for themselves." Howard concurred, "The company lacked a 
holistic mindset. There was a dynamic across the company where we weren't always the 'three 
musketeers,’ all for one and one for all." 


In 2007, Cross Country combined its contact center operations and its service provider network 
management group into one entity managed by Cavolina, who was given the title of chief service 
officer (see Exhibit 6c). Performance measures were also changed to focus on what Saxton called "the 
greater good." "Before the reorganization, call center managers had been evaluated primarily on cost- 
per-dispatch and the service provider network group had been evaluated on cost-per-claim,” he 
stated. "Now, both groups were to be evaluated on overall customer satisfaction and overall cost." 


Saxton took this change one step further by linking customer satisfaction scores to pay for 
everyone in the business. Now, every employee —from frontline contact center representatives to 
division presidents — had a portion of their bonus determined by CSI scores. 


Cavolina, an avid fan of root-cause analysis, pareto charts, and other techniques to identify 
bottlenecks and improve efficiency, worked aggressively with his team to streamline the business, 
reduce costs, and improve customer satisfaction. He created cross-functional process improvement 
teams and changed measures to focus on outcomes rather than processes. After determining that 
stranded motorists were calling in multiple times (there were 2 million incoming calls for 1 million 
dispatches), he changed procedures so that motorists could receive updates via automated text 
messaging. Through these and other measures, the cost per dispatch was cut by 6576 and customer 
satisfaction scores increased dramatically. Within three years, $40 million in accumulated cost had 
been taken out of the service delivery side of the business. "The single biggest cost and service 
breakthrough we made was combining customer service and network operations," Jeffrey noted. 
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Adding (and Losing) OEM Clients 


As illustrated in Exhibit 2, several major clients were won during this decade, including Toyota, 
General Motors, and Ford. The GM win — which included Buick, Cadillac, Chevrolet, and GMC —had 
been hard fought. After losing the GM contract to a competitor in 2000, Saxton and his team decided 
in 2004 to take a deal that barely covered their costs. Noted Ward, "We knew we weren't going to 
make a lot of money on GM, but it had a halo effect on the rest of the business. It gave us more scale; 
the rest of the business would margin better because of it." 


Prestige Motors Inc. (PMI) In 2006, Cross Country lost Prestige Motors Inc. (a pseudonym), a 
substantial client of 18 years. PMI had always been a very demanding, but profitable, client — priced 
on a flat-fee-per-dispatch basis. Cavolina explained, "We tried to create a defect-free environment for 
them. We put a 70-person team on PMI; if somebody sneezed on the end of the phone, it got 
escalated." The Cross Country management team thought that the OEM would continue to pay a 
premium price for the high level of service they were delivering. Ward explained, "If we normally 
guarantee one hour, luxury brands like PMI want 30 minutes. To deliver this, we have to pay our 
service providers an expedited service fee." 


But after competitor GE (subsequently acquired by Allstate) came in at a lower price and Cross 
Country held firm, PMI moved its business. Ward recalled, 


This was a time when the management team was maturing and we had just implemented 
the new structure with new client P&Ls. We had much better activity-based cost data and there 
was a lot of pressure to make sure we're getting paid for services because in the past it was just 
a lot of *yes, yes, yes' without knowing what it cost us. They were asking for all these services, 
and we said, 'this is our price. We did come down, but our bid was barely covering our costs. 
It got to a point where we couldn't lower our price further unless we were willing to accept a 
loss. 


Jeffrey echoed this sentiment, "We had tried to differentiate through service, and we thought PMI 
of all brands would support a differentiated service. But PMI didn't see us that way; maybe we 
weren't doing a good enough job at articulating our difference and the extra value we add." 


When the executive team decided to let PMI go, Sidney was upset. "It was our fault that we lost 
PMI. We didn't pay attention to them and our pricing was out of line. Losing PMI really hurt,” he 
recalled. “Clients become like family. So when you knock yourself out for a client, you hate to be 
undercut. Losing PMI bothers the heck out of me to this day. Because of my competitive nature, I 
don't like to lose . . . . I do believe we'll get them back, by the way." Nevertheless, Sidney 
acknowledged the new tension in the business: "We are not a nonprofit; we're in business to make 
money, and you can't be all things to all people," he said. "But should you take a loss leader to keep it 
away from your competition? We don't have agreement on that question. I personally feel that we 
want market share and should do whatever we can to maintain share and weaken our competition. I 
say get the business now and then we'll figure out how to make money." 


The sting of losing PMI had a lingering effect on Cross Country, particularly for Amy Roritan, its 
then-head of OEM client services, who later left the company. "She was the hardest hit," recalled 
Cavolina. "Losing PMI and Sid's reaction made everyone gun shy." "Afterwards, the attitude was 
that we cannot lose anyone else," added Ward. "The rallying cry became, 'If you do this or that, we're 
going to lose the client" We were ruled for a time by the fear of losing a client." 
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RV National In late 2007, Cross Country faced a similar decision with another longstanding 
client — RV National (another pseudonym), a motor club providing benefits to owners of recreational 
vehicles (RVs). RV National generated more than $10 million in annual revenue and over $1 million 
in profit for Cross Country. 


Cross Country had first contracted with RV National in the early 1990s, a period of aggressive and 
opportunistic portfolio growth. Over time, however, the costly idiosyncrasies and demands of 
serving RVs grew apparent. Cross Country had to recruit service providers with specialized towing 
equipment and different expertise than passenger cars. As a result, it typically took five or more calls 
to find a provider who could service the customer. Cavolina elaborated: 


Towing RVs requires specialized equipment. Moreover, when you break down in an RV, 
it's probably not in a parking lot but rather in a state park. And, these are people's homes, so 
the service provider often needs to first tow the RV to a place where the owner can plug in and 
sleep for the night, then go back in the morning and tow to a repair shop. All shops take cars, 
but only a few serve RVs. This was not a growing business; no critical mass. Serving them 
required a huge amount of management bandwidth. 


Like many Cross Country clients, RV National's contract came up for renewal every three years. 
Cavolina continued: “The contract was on a pass-through basis [for claims costs] because claims were 
so unpredictable, so we had less room to manage our margins. Although our CSI scores were high, 
RV National was always squeezing us on price while making more and more service demands. 
About a year ahead of contract negotiations, they would come to us with piles of documents and say, 
"Look how you mishandled this and that.’ And they'd start to ask for things, like a dedicated call 
center group and dedicated mechanics, and we'd give it to them. It became very costly." 


In 2008, when Road America (later acquired by Mapfre) “low-balled” Cross Country's bid for RV 
National, Saxton decided to let the client go. But the management team worried about Sidney's 
reaction. This was one of his first clients, and Sidney knew RV National's CEO personally and cared 
deeply about the relationship. Moreover, the prior loss of PMI had made the team skittish about 
client retention. Everyone was looking over their shoulder wondering how Sidney would react. "But 
we finally realized that we couldn't satisfy the client and meet our internal performance targets," 
recalled Howard. "So we decided to leave that business. At the time, that was heresy for us." Jeffrey 
agreed, adding, “Our father has a different view. He says, ‘Keep business at all costs.’ But I believe 
that we need to make money to invest in the business properly. Dropping them was a bold, but 
prudent, decision. Scope creep in this business can kill you in margin. Even a simple request, like 
‘deliver seven gallons of gas to a motorist instead of five,’ can change the operating protocols of the 
service provider. And, we were continuing to grow our roster with clients where service 
differentiation did matter.” 


Business Results 


By 2007, Cross Country’s OEM brands in the roadside business represented 90% of the new 
vehicles sold in North America. Revenues had risen to more than $300 million with the insurance 
side continuing to grow and become more profitable. Top-box CSI scores (“excellent”) from motorists 
routinely exceeded 90%. 
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More Change: 2008 — Present 


“We're the biggest company that nobody's ever heard of...” 


The remainder of the case describes four initiatives that occupied top management attention after 
2008: entering the telematics business, additional enhancements to the service provider network, 
rebranding as Agero, and planning for upcoming PMI contract negotiations. 


Entering the Telematics Business 


“Telematics” or "connected vehicle systems" referred to the increasingly sophisticated automobile 
technology that drivers interacted with via flat-screen digital dashboards (including GPS, hands-free 
phone calling, and emergency alert systems such as OnStar). New vehicle models had steadily 
expanded the capabilities of these systems to deliver entertainment, limited internet access, weather, 
and other information. Drivers received these services free for a limited time in new vehicles and then 
by subscription thereafter. 


Telematics offered a variety of benefits to all of Cross Country's constituents. For drivers, the 
technology enhanced safety, security, and convenience. For OEMs, onboard data collection provided 
feedback on vehicle performance and servicing needs, while also offering the possibility of using the 
digital dashboard as a platform to communicate with the customer. Auto insurers hoped to use 
vehicle data such as location, speed, and driver acceleration habits to price individual policies. There 
was also some crossover potential with, for example, insurers providing accident data to OEMs to 
generate sales leads. Other businesses interested in the telematics area included infotainment and 
location-based advertising companies. 


Cross Country management believed the company's relationships with OEMs and insurers, 
coupled with its extensive data-collection and analytics capabilities, made it uniquely positioned to 
be a player in the emerging field of telematics. The market potential was massive: industry watchers 
predicted a future in which vehicle-based, cloud-connected computers would be integral to the 
driving experience and highly lucrative for firms that captured and used the data. By 2011, about 7076 
of new cars had some form of telematics.? One forecast said that by 2015, over 30 million new cars 
would be fitted with some type of connectivity box to enable telematics.? 


After making initial “greenfield” investments to build telematics capabilities in-house, in 2008 
Cross Country acquired telematics company ATX. With operations in Texas and offices in 
Dusseldorf, Germany, and Paris, France, ATX provided private-label telematics services on behalf of 
several OEM clients. ATX's technology — which supported two million subscribers — ran on OEM- 
installed systems such as Mercedes-Benz Tele-Aid and BMW Assist. The new telematics business 
reported to Chief Service Officer Charlie Cavolina, who split his time between offices in Boston and 
Dallas. 


Because the stakes were so high, the competitive landscape in telematics was intense and the 
financial commitment required was substantial. Key players included both the fledgling telematics 
units of Cross Country's traditional roadside competitors and telecommunications firm Hughes 
Telematics, which was acquired by Verizon for over $700 million in 2012. Still in its early stages, 
telematics was rapidly evolving and required ongoing investment in technology. Sidney explained, 
“There is no set standard for telematics. Every OEM has a different platform, and every generation of 
vehicles will include new innovations. So if we want to play with the big boys, we need to invest a lot 
in new technology — millions of dollars each year using profits from the core business. Even the car 
companies aren't sure what's coming next. We need to keep investing in the next thing." 
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Although telematics and roadside assistance involved similar constituents, the business models 
differed. In telematics, the investment payoff horizon was longer and client interactions were more 
complex, requiring collaboration with several OEM units (e.g., engineering, design, maintenance). 
Jeffrey elaborated: 


In roadside, we may spend three to six months and invest $50,000 to $250,000 in a new 
client. The payoff is immediate: the revenue starts coming in right away. But in telematics, we 
might spend three years and $12 million, and not see a dime for two years, until the system is 
fully integrated and operational. In addition, the adoption process is much more complicated. 
We recently met with Toyota in Japan. There were representatives from nine separate groups 
sitting in the presentations: design, engineering, after-market service, maintenance . . . they all 
wanted a say in the decision. When we talk to Hyundai, it's even more complicated. Half of 
their decision makers sit in Korea and the others are here in the U.S. 


Howard continued: "We're used to having clear leadership in each of our markets, but in 
telematics the field is still open and the competition is intense. To win in that space, we really need to 
become a technology company more focused on the needs and tastes of consumers. And, because 
telematics is global in nature, OEM clients want to talk about global tenders." 


Additional Enticements for the Service Provider Network 


Another key initiative from 2008 to 2012 was further enhancing the value proposition to service 
providers. “If we have 90% market share, how are we going to grow?" asked Howard. “We believe 
that we need to provide value-added services to our clients, and to do that, we have to rely on the 
service providers." 


Ferrick was instrumental in innovating new opportunities for service providers to generate 
revenue and improve utilization of their equipment. For example, his team helped devise a new 
product for auto insurers in which service providers took photographs of vehicles at an accident 
scene, providing cost-effective, timely, and objective evidence to insurers for claims processing. Cross 
Country also trained and certified service providers to conduct damage assessments on behalf of 
insurers. 


In another offering for both OEMs and insurers, tow operators provided lower-cost vehicle 
transport (e.g., from an auto-body shop to a scrap yard) during their down time. In contrast to time- 
sensitive roadside assistance events, non-emergency jobs could be conducted within a longer time 
window, allowing service providers to utilize their trucks when they had excess capacity. 


“We are constantly innovating to come up with ways to make the business more attractive for our 
service providers," said Ferrick. “They have a lot of dead time in the middle of the day —their busy 
times are around the morning and evening commutes. So we have special rates for jobs that are not 
time sensitive. We may, for example, pay a lower fee for a tow that can be completed at their 
convenience, any time between 10:00 and 4:00. Even though the fee is lower, this helps keep their 
equipment utilization up." 


Rebranding as "Agero" 


By 2011, with 2,600 employees and revenue approaching $500 million, Cross Country was the 
largest provider of roadside assistance to the OEM and insurance industries. Cross Country served 
100 insurance, OEM, and motor club clients and over 75 million drivers. The company had contracts 
with 25 of the top 30 vehicle manufacturers (Exhibit 2) and 14 of the top insurance companies 
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(Exhibit 7a). The new telematics business—the largest independent provider in the U.S.—had 
prestigious clients including BMW, Lexus, and Rolls Royce (Exhibit 7b). Cross Country operated six 
contact centers and ran four data centers to store and process information. 


Yet, as CFO Ward stated, "We're the biggest company that nobody's ever heard of." 


So, in December 2011, Cross Country Automotive Services and ATX combined under a new 
brand, Agero, derived from the Latin word meaning, "to do, to lead, to drive." According to a press 
release, the new name "reflects the creation of a leader in roadside assistance, claims management 
and connected vehicle services" and its "focus will remain on safety, security and innovation that 
enhances vehicle ownership."^ Sidney explained the rationale for the new brand: 


Our acquisition of ATX was transformative. It forced us to confront the fact that we needed 
to change our image. One of our clients in the telematics arena was going out to bid on new 
work, and we weren't even considered. Cross Country had acquired a rightly-earned 
reputation for integrity, ability, a can-do attitude. We're as solid as a rock and everybody loved 
us. But, on the flip-side, we were not seen as creative, inventive, exciting. 


So we hired consultants to interview our clients and help us work through the image and 
identity we wanted to project: a technology leader, a solutions provider, with more driver 
information than any other company (see Exhibit 8 for brand image and positioning). 


Rebidding Prestige Motors and VW 


On January 1, 2013, Mike Saxton retired and Dave Ferrick became Agero's new CEO. 


Over the next six months, both PMI and Volkswagen/ Audi would come up for contract renewals. 
Agero had lost Prestige Motors in 2006 and Volkswagen/ Audi several years before. Both had been 
lost to competitors who offered lower prices. But Agero management thought that they had a good 
chance of winning them back. Volkswagen/ Audi had made the rounds: first going to Road America, 
then USAC, then Allstate. 


Over the years, Agero had tried to differentiate its service based on industry-leading CSI scores 
and the ability to give OEMs potentially valuable feedback on their vehicles (e.g., breakdown data 
versus similar-vehicle peer-group comparisons). So far, only a few OEMs had shown a willingness to 
pay a premium in return. 


Could they make the case that their premium service was worth the price? Clients were becoming 
more data driven, so they should know how much each point of a net promoter score was worth to 
them. But if not—and price was still the deciding factor — should they price the business to buy it 
back at all costs, or would they be willing to let it go again if the contracts did not meet minimum 
profit targets? 


KKK KKK KKK 


In 2012, the Cross Country Group — and its flagship Agero roadside business — celebrated its 40- 
year anniversary. When asked to reflect on those years, Sidney said, "To stay successful, you have to 
keep reinventing yourself all the time. And, above all, you must have integrity. Your word must be 
your bond. Our very first deal — for millions of dollars — was done on a handshake.” 


13 


This document is authorized for use only in Frias, Pedro's MBA 2023 - MB6180 Sistemas de gobierno y control directivo at Universidad de San Andres (UDESA) from Jul 2023 to Dec 2023. 


113-001 Agero: Enhancing Capabilities for Customers 


Exhibit 1 Call Center Dispatches 


Source: Getty Images and company photos. 
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Exhibit3 Pareto Chart: Customer "Bottom-Box" Feedback Scores 


Customer Bottom Box Verbatims 
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SP = Service Provider 


(Data disguised to preserve confidentiality) 


Source: Adapted from company documents. 
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Exhibit4 Sample OEM Roadside Assistance Customer Satisfaction Survey 


Customer Service Representative (CSR) Top 2 Box Excellent Good Fair Poor 

Was your call answered promptly? 95.29% 85.44% 9.85% 2.63% 2.08% 
Rate the CSR’s courtesy 98.23% 91.76% 6.47% 0.72% 1.05% 
Rate the CSR’s knowledge/ability 97.31% 89.59% 7.72% 1.81% 1.51% 
Rate the overall service of the CSR 97.20% 90.91% 6.28% 1.40% 1.40% 


Service Provider (SP) 


Rate the SP’s courtesy 97.68% 93.49% 4.19% 1.25% 1.08% 
Rate the SP’s ability to assist you 97.95% 93.39% 4.56% 0.63% 1.42% 
Rate the SP’s professionalism 96.91% 85.86% 11.05% 2.00% 1.09% 
Rate the overall service of the SP 97.53% 93.17% 4.36% 1.03% 1.44% 


Roadside Assistance Program 


Overall program satisfaction 96.49% 90.40% 6.09% 1.21% 2.30% 

Speed of Service <30 min 31-45 min 46-60 min 61-90 min >90 min 

How quickly did help arrive? 67.86% 15.62% 9.76% 1.95% 4.80% 
Yes No 

Did this timeframe meet your 93.48% 6.52% 

expectations? 

Repurchase Decision Very Likely Likely Unlikely 

How likely are you to repurchase? 80.84% 15.87% 3.29% 


Source: Adapted from company documents (figures have been disguised to protect confidentiality). 
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Exhibit5 Survey of Service Providers (excerpt) 


A. Service provider demographics and preferences: 
- How many vehicles in your fleet (1, 2-5, 6-10, 11-20, 21-30, 31+)? 
- What industry publications do you read on a regular basis? 

B. Perceptions of Agero and competing motor clubs: 


(1) For each of these areas, select which motor club has performed the BEST in the past 6 
months. 


AAA Allstate Agero Geico 84 sac N/A 
America 
Claims submission 
Claims payment 
Dealing with damaged vehicles 
Providing detailed dispatch info 
Digital dispatch 
Providing accurate driver location info 
Returning your phone calls 
Agent helpfulness 
Automated phone response system 


(2) Rank the above motor clubs from your highest (1) to lowest (6) priority for accepting calls. 


C. Satisfaction with Agero overall: your performance manager, assistance with damage dispute resolution, 
management of active dispatches and past dispatches, and online invoice submission and processing. 


(1) Rate your experience in the last 6 months working with your Agero performance manager 
(PM). 


Ve oth ? e Ver Iam not 
S nd Satisfied Dissatisfied OE sure 

PM’s courtesy 

PIV's ability to help you 

Timeliness of return phone calls from PM 


Overall satisfaction with PM 


(2) Rate your satisfaction with the following dispatch information Agero provided to you in the 
past 6 months. 


Very Very 
Satisfied Dissatisfied 
Satisfied Afer ROTER Dissatisfied 


Disablement location (customer's location) 

Tow destination 

Problem the customer is having 

Customer information (e.g., name, call-back number) 
Customer coverage limits 

Vehicle information 

Information on the number of passengers/cargo 
Overall satisfaction with dispatch information 


Source: Adapted from company documents. 
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Exhibit6a Cross Country Automotive Services: Original Functional Structure (through 2005) 


Cross Country Group 


Mike Saxton 
President 


Sales and Product Strategic CIO/ 
i d Account Management Business promi usd SP Network 
Presidents: Management and Marketing Development P Management 


Human 
Resources 


Vice Controller 


Exhibit 6b 2005 Reorganization: Focusing Resources on Demand and Supply 


CORPORATE 


Corporate Business 
p Human Resources General Counsel 
Development 


Peggy Ward TBD Ted Robinson Peter Necheles 


Finance 


SUPPLY DEMAND 


Automotive 
Amy Roritan 
E33 
` - Units 
David Ferrick “BU” 
Diversified 
Meghan Rich 


Exhibit6c 2007 Reorganization: Focusing Resources on the Customer Experience 


Contact Center Operations 
Charlie Cavolina 


Service 
Delivery Units Network Management 
“SDU” Alan Morris 


Technology 
Mark Carbrey 


Mike Saxton 
President & 
CEO 


Robert Bauer 


. Tom Metzger ra à Charlie Cavolina Mark Carbrey Peggy Ward Peter Necheles 
Dave Ferrick Sr. Vice-President Sr. Vice President Sr. Vice-President Sr. Vice-President Sr. Vice-President Sr. Vice-President 
Sr. Vice-President C d Vehicl Marketing Service Deli Inf ion Tech à Legal / C D 
insurance onnected Vehicle Automotive Services ervice Delivery nformation Tech. Finance / Admin. egal / Corp. Dev. 
cso clo CFO/CAO CLO 


CMO 


Contact 
Center 
Operations 


Service Provider 
Network 
Management 


Source: Adapted from company documents. 
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Exhibit7a — Agero's Insurance Clients 


21* Century 


Agero: Enhancing Capabilities for Customers 


Liberty Mutual Insurance 


AIG Louisiana Farm Bureau 
American Family MetLife 

Amica MiddleOak 

ANPAC Mississippi Farm Bureau 
Arkansas Farm Bureau Nationwide Insurance 
Colorado Farm Bureau NJM Group 

Country Companies One Beacon 


Electric Insurance 


Progressive Insurance 


Esurance Safeco Insurance 

Farm Bureau Financial Services South Carolina Farm Bureau 
Farmers Insurance Group of Companies State Farm 

Fireman’s Fund The Hartford 

Florida Farm Bureau Travelers Insurance 
Foremost Insurance Group USAA 

Hanover Insurance Utica 

Horace Mann Wawanesa 

Infinity Insurance Westfield Insurance 


Source: Company documents. 


Exhibit 7b — Agero's Connected Vehicle/ Telematics Clients 


Acura—AcuraLink Mercedes-Benz Tele-Aid 
BMW—BMW Assist Peugeot 

Hyundai—Hyundai Blue Link Rolls Royce 

Infiniti Division of North America—Infiniti Connection — Toyota—Toyota Safety Connect 
Lexus—Lexus Enform Volvo On Call 


Source: Company documents. 
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Exhibit8 Agero’s Branding Message 


Customer problems become ours, customer loyalty becomes yours. 


p——— M ——————J 


Agero keeps you safe and smart. 


> 40-year history of helping drivers and 
increasing customer loyalty 
> Protects 76M drivers annually 


> Technology pioneer/visionary 
> More driver information than any other 
company 


> Can leverage and share extensive driver 
data within and across industries 


Source: Company documents. 
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